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ZlMeezan Bank's guide to Islamic Banking wl?" 
The Principle of Limited Liability./ 232 1~ 223^1^ 

As a humble student of Shariah, this 
author have been considering the issue 



since long, and what is going to be 
presented in this article should not be 
treated as a final verdict on this subject, 
nor an absolute opinion on the point. It is 
the outcome of initial thinking on the 
subject, and the purpose of this article is 
to provide a foundation for further 
research. 
(Meezanbank's guide to Islamic Banking P-224) 

The limited liability in the modern 
economic and legal terminology is a 
condition under which a partner or a 
shareholder of a business secures 
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himself from bearing a loss greater than 
the amount he has invested in a 
company or partnership with limited 
liability. If the business incurs a loss, the 
maximum a shareholder can suffer is that 
he may lose his entire original 
investment. But the loss cannot extend to 
his personal assets, and if the assets of 
the company are not sufficient to 
discharge all its liabilities, the creditors 
cannot claim the remaining part of their 
receivables from the personal assets of 
the shareholders. 

Rather, it will be truer, perhaps, to say 
that the concept of 'limited liability' 
originally emerged with the emergence of 
the corporate bodies and joint stock 
companies. The basic purpose of the 
introduction of this principle was to attract 
the maximum number of investors to the 
large-scale joint ventures and to assure 



them that their personal fortunes will not 
be at stake if they wish to invest their 
savings in such a joint enterprise. In the 
practice of modern trade, the concept 
proved itself to be a vital force to mobilize 
large amounts of capital from a wide 
range of investors. 

The question of 'limited liability' it can 
be said, is closely related to the concept 
of juridical personality of the modern 
corporate bodies. According to this 
concept, a joint-stock company in itself 
enjoys the status of a separate entity as 
distinguished from the individual entities 
of its shareholders. The separate entity 
as a Active person has legal personality 
and may thus sue and be sued, may 
make contracts, may hold property in its 
name, and has the legal status of a 
natural person in all its transactions 
entered into the capacity of a juridical 



person. 

The basic question, it is believed, is 
whether the concept of a 'juridical person' 
is acceptable in shariah or not. Once the 
concept of 'juridical person' is accepted 
and it is admitted that, despite its fictive 
nature, a juridical person can be treated 
as a natural person in respect of the legal 
consequences of the transactions made 
in its name, we will have to accept the 
concept of 'limited liability' which will 
follow as a logical result of the former 
concept. The reason is obvious. If a real 
person i.e. a human being dies insolvent, 
his creditors have no claim except to the 
extent of the assets he has left behind. If 
his liabilites exceed his assets, the 
creditors will certainly suffer, no remedy 
being left for them after the death of the 
indebted person. 

Now, if we accept that a company, in 



its capacity of a juridical person, has the 
rights and obligations similar to those of a 
natural person, the same principle will 
apply to an insolvent company. A 
company, after becoming insolvent, is 
bound to be liquidated: and the 
liquidation of a company corresponds to 
the death of a person, because a 
company after its liquidation cannot exist 
any more. If the creditors of a real person 
can suffer, when he dies insolvent, the 
creditors of a juridical person may suffer 
too, when its legal life comes to an end 
by its liquidation. 

Meezanbank's guide to Islamic Banking pp 
223-225 
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A person is any being to whom the law attributes a 
capability of interests and therefore of rights, of acts 
and there fore of duties. (Jurisprudence by M. Farani 
p.! 18) 

-^ L$Uf/tf {jL i \$J*\f'L- (Gray )^/ 
An entity to which rights and duties may be 
attributed. 

In law, we are concerned with legal persons, 
whether they are natual i.e., human beings capable of 



sustaining rights and duties or artificial or juristic i.e. 
groups or things to which law attributes the capacity of 
bearing rights and duties. (Jurisprudence by M. Farani 
p.118) 

■J\n(^Ji if, j Sol [Wit A 

Legal personality is therefore an artificial creation 
~ of law. (Jurisprudence by M. Farani p. 1 19) 

so a legal system may pesonify whatever beings or 
objects it pleases. (Jurisprudence by M. Farani p.l 18) 

But legal personality remains, in essence, merely a 
convenient juristic device by which the problem of 
organising rights and duties is carried out. 
(Jurisprudence by M. Farani p. 120) 



A group of persons, such as a Joint Stock 
Company or a Corporation aggregate may be regarded 
as a person in law Here although the company consists 
of human beings it is the company as such, distinct 
Z from the human beings that comprise the company, 
that is regarded as a pesron in law and invested with 
rights and duties. (Jurisprudence by M. Farani p.l 19) 
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The basic purpose of the 
introduction of this principle was to attract 
the maximum number of investors to the 
large-scale joint ventures and to assure 
them that their personal fortunes will not 
be at stake if they wish to invest their 
savings in such joint enterprise. 

j^^&j^v>h/4* VI-Sj Sf^M v>£-& \i^»>jf 



No doubt, the concept of 'limited 
liability' is beneficial to the share holders 
of the company, but at the same time, it 
may be injurious to the creditors. If the 
liabilities of a limited company exceed its 
assets, the company becomes insolvent 
and is consequently liquidated, the 
creditors may lose a considerable amount 
of their claims, because they can only 
receive the liquidated value of the assets 
of the company, and have no recourse to 
its share-holders for the rest of their 
claims, Even the directors of the 
company who may be responsible for 
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such an unfortunate situation cannot be 
held responsible for satisfying the claims 
of the creditors. 

<L j£>sf»^ to (?fj^/'d'- ^JC/jl *///^z 
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As mentioned in the books and 
research papers of Islamic jurists, 
companies come under the ruling of 
Shirkat-ul-Ainan. (Meezan bank's guide to 
Islamic Banking) 



-xz\fdL\J\<L-\x\y±J./Sj>?J$' -2 

-Miijf\$j\i^S\$$* -3 

But legal personality remains, in essence, merely a 
convenient and juristic device by which the problem of 
organising right and duties is carried out. 



(Jurisprudence by M. Farani p. 120) 

-^Ctiri/i/cji &^s^J^L{\&\Lotj^> 

' ^sSL* 

rjy i^u^V^ J i*v l^ i~ u i/Jy iv^/V 
j \&C Jibuti s.s v u^ i cT jy irj 2 ^ ^r 

1 . Waqf 

The first precedent is that of a waqf. A 
waqf is a legal and religious institution 



wherein a person dedicates some of his 
properties for a religious or a charitable 
purpose. The properties, after being 
declared as Waqf, no longer remain in 
the ownership of the donor. The 
beneficiaries of a Waqf can benefit from 
the corpus or the proceeds of the 
dedicated property, but they are not its 
owners. Its ownership vests in Allah 
Almighty alone. 

It seems that the Muslim jurists have 
treated the Waqf as a separate legal 
entity and have ascribed to it some 
characteristics similar to those of a 
natural person. This will be clear from two 
rulings given by the fuqaha (Muslim 
jurists) in respect of Waqf. 

Firstly, if a property is purchased with 
the income of a Waqf, the purchased 
property cannot become a part of the 
Waqf automatically. Rather, the jurists 



say, the property so purchased shall be 
treated, as a property owned by the 
Waqf. It clearly means that a Waqf, like a 
natural person, can own a property. 

Secondly, the jurists have clearly 
mentioned that the money given to a 
mosque as donation does not form part 
of the Waqf, but it passes to the 
ownership of the mosque. 

Here again the mosque is accepted to 
be an owner of money. Some jurists of 
the Maliki School have expressly 
mentioned this principle also. They have 
stated that a mosque is capable of being 
the owner of something. This capability of 
the mosque, according to them, is 
constructive, while the capability enjoyed 
by a human being is physical. 

Another renowned Maliki jurist, 
namely, Ahmad Al-Dardir, validates a 
bequest made in favour of a mosque, 



and gives the reason that a mosque can 
own properties. Not only this, he extends 
the principle to an inn and a bridge also, 
provided that they are Waqf. 

It is clear from these examples that 
the Muslim jurists have accepted that a 
Waqf can own properties. Obviously, a 
Waqf is not a human being, yet thay have 
treated it as a human being in the matter 
of ownership. Once its ownership is 
established, it will logically follow that it 
can sell and purchase, may become a 
debtor and a creditor and can sue and be 
sued, and thus all the characteristics of a 
'juridical person' can be attributed to it. 
2. Baitul-Mal 

Another example of 'juridical person' 
found in our classic literature of Fiqh is 
that of the Baitul-mal (the exchequer of 
an Islamic state). Being public property, 
all the citizens of an Islamic state have 
some beneficial right over the Baitul-mal, 



yet, nobody can claim to be its owner. 
Still, the Baitul-mal has some rights and 
obligations. Imam Al-Sarakhsi, the well- 
known Hanafi jurist, says in his work 
"Al-Mabsut": "The Baitul-mal has some 
rights and obligations, which may 
possibly be undetermined." 

At another place the same author 
says: "If the head of an Islamic state 
needs money to give salaries to his army, 
but he finds no money in the Kharaj 
department of the Baitul-mal (wherefrom 
the salaries are generally given) he can 
give salaries from the sadaqah (Zakah) 
department, but the amount so taken 
from the sadaqah department shall be 
deemed to be a debt on the Kharaj 
department." 

It follows from this that not only the 
Baitul-mal, but aslo the different 
departments therein can borrow and 



advance loans to each other. The liability 
of these loans does not lie on the head of 
state, but on the concerned department 
of Baitul-mal. It means that each 
department of Baitul-mal is a separate 
entity and in that capacity it can advance 
and borrow money, may be treated a 
debtor or a creditor, and thus can sue 
and be sued in the same manner as a 
juridical person does. It means that the 
Fuqaha of Islam have accepted the 
concept of Juridical person in respect of 
Baitul-mal. 
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(82 
Once the concept of juridical person 
is accepted and it is admitted that, 
despite its fictive nature, a juridical 
person can be treated as a natural 
person in respect of the legal 
consequences of the transactions made 
in its name, we will have to accept the 
concept of limited liability which will follow 
as a logical result of the former concept. 
(Meezan bank's guide to Islamic Banking 
p.225). 
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So, the concept could be restricted, to 
the public companies only who issue their 
shares to the general public and the 
number of whose shareholders is so 
large that each one of them cannot be 
held responsible for the day- to- day 
affairs of the business and for the debts 
exceeding the assets. 

As for the private companies or the 
partnerships, the concept of limited 
laibility should not be applied to them, 
because, practically, each one of their 
shareholders and partners can easily 
acquire knowledge of the day-to-day 
affairs of the business and should be held 
responsible for all its liabilities. 

There may be an exception for the 



sleeping partners or the shareholders of a 
private company who do not take part in 
the business practically and their liability 
may be limited as per agreement 
between the partners. 

If the sleeping partners have a limited 
liability under this agreement, it means, in 
terms of Islamic jurisprudence, that they 
have not allowed the working partners to 
incur debts exceeding the value of the 
assets of the business. In this case, if the 
debts of the business increase from the 
specified limit, it will be the sole 
responsibility of the working partners who 
have exceeded the limit. (Meezan bank's 
guide to Islamic Banking p 231, 232) 
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As mentioned in the books and 
research papers of Islamic jurists, 
companies come under the ruling of 
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Shirkat-ul-Ainan. (Meazan bank's guide to 
Islamic Banking) 
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L jt f IJOJ j/ZL- J* u jyl^ U^ irufa jt associ ati on 

The directors are empowered by the 
company's articles of association to 
borrow or raise money or secure payment 
of any sum or sums of money for the 
purpose of the company's business 

M 

To borrow money from time to time 
required for any of the purpose of the 
company by receiving advances of any 
sum or sums of money with or with-out 
security upon such terms as the directors 
may deem expedient 

To issue or guarantee the issue of or 
the payment of interest on the shares, 
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debentures, debenturestock or other 
security or obligation of this company 
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(Stock Exchange) 






-Ultf (Stock Market) j^Ul/ji^i* 
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^d^3\ir^^\^//^r^b^/'^Jt>\ 
J. Ifc*£ Empire Resources J^Jc^t/f^Jlf^/* 



^i/jjjUi^ &/J*L (Security) ^i^MsUXa 

(Forward Sale)/t/(y>(j^L^^6i^'lT(iv^^/ 
^^tfjtff-dtzff (Future Sa\e)jii{jt%£f 

^^^y^^yV'^VA^^ (Forward Sale) 

(Future /jixlfl/j&ic^^&tijj^lrj^/fjttfix 

L-\?. i£k-> <4r J*4 »/* b* (Speculation) :> -1 

- 6LvO UJ. i^A^lAc-i/7^ IA& ^9(W / 
y^L^L^J^^^U^£^>y^^(Future Sale) -2 
b^l^jVO^J/j^ J*\r &Vl-i£ 4^ Hedging 
<^ few tf lf<jy*ij*tf\ij& ^J\ji\^ fe/ (Forward Sale) 



/j^cfi <LL'&*L- ij\J>j\ ,i fa ij\J>£ y $f^i 6 

^lV^Vy(Future)^Zl&jl\f ((^(Futures market) 

tytfjtfuU&siLf^Jtfx Jti9o^iSu£faf&#(f^ 

- J? 2^ (^$. ^Hedging /&<<?- 6* if ^ £ 

(Financial Market)(Ji>(JlA 

Financial (J>JlAyO^-^6ui^*w^ife uIm 



\$J/*£~0&f^S\£ U^Ul^f Capital Marketl Market 

(i>lf (/(»/£» &>£<-M (JUL X < j£) U"W*-/'»Ji <itf 

ijj 6/ "^Financial Market(/L^^(Jr t Y ( /f ( j^lJM 
-£- J* (jvJ/O & ij (Government Securities) "c^£^ 

. .. 

±JfyJixrJ*-i -2 

dJ^jLJt/i; -3 

^viATi/l L^^(F.EB.C)dJ^?^5t/vl»jO' l (/ 

i^l s &l ji/ t J gfjif2~Ji&^j'i^j* hi f<L Jits 



^ If ^>. J\? tfjb)i<^ 0> J U U« 1 2 z U Uy tfti (i ' ^ ' 

*>)}»j6tfd^ (Financial Market) -^cfjv t/W 

. f 

(State Bank)^J^4^^^(/^^<3vlr 
L/l) (i^y (Treasury Bill) jS ijy A^V ^ 'f ^ 4* 
-^cW-^r^Face value) ^ ^(/yJ^jTu^lrU 



fj\£- d*d>?6i Jj£ <yV-f- b* ^/(J^v 87 L 86 

ijhsJ'Lfijt (Stock Exchange)</^i;iltfj£^4? 

(Secondary JJl JyifVSiJL (/I ufu \S>s£i}fJ !r <-/Z 

<-/t\fti(?~xjS'j L<jy frj/Vc^l?^-*?- L~ if l/ Market) 



^U(Difference)J/^TA^iTjL^(j^^J^Lc/^ 



\J\-Ul<£ future sale^Jy^^jlf^y^&vL-^TJ/ 



^?j 4-iiU- cJli3 4JU--->.u <ua lg.-jcul j 3U.JUi> «.lk*Jl ^Jl 4jj^t 
ail^r Jiajl oi Ail *ijl jj JUj ,^*JbJ cj^s-SiI U <djlj j-jj l$iP <dJl 



^i b>l*k ^jftAI J^> Jli f^lis. aJDI Jj-tfj jl j^P JJ 4JDIJLP jP 

lU fad^JPuffri S&( &Z lA Future Sale -iv 



$\j)<L[$j\j.Ji)f\[$j.J^?.d'~ Future Sale -v 

JiL- Empire Resources-^ V')^0t A )}jtjl^J^ 

Interest/Premium are paid or charged basing 
on the number of days for a position trade. 



4A?v£/ Margin -4 

<ju4u>i&£-!}\r{l/<LV/Ju*J*S4 (Margin) tfAj/V 

- i£ (J'L^i/jU'iiJ U>>J [£&*»}»£}&/? -i i 









^ixJ&s&JzJV/ii 



)±7s cJ^jcif /(/ (j ijl^hii t&^.s J- \5fsJ P 



4:>- 

q 



I if? ^yu jjiijti lija.^^ ^"^L-Vl j~«bJl A.S'j-i ^^Ltf 

.aSjJl ^l>V JjJ^aJl ^ C bjVl J^OJj 



cii^Jti u5jJU-» ja Usi j lisj j-J <ui Ujj f,^SjJl JjJL-aJi 

j <aij5jjl ijiJl ^ ^94 US' £^Jl jJUj J?li^Vl v**^ 
OUajjdl *ijJ U»-bjl *j> J}j«aj j Jj^LuaJl «JLaJ j^£u»JUil 

Up U?y- j*J CjUsjj*Ji j^> ^jS'^iwo.Jl <lJp J-*a?o U 



.uiSjil •kjj-* 1 c-*°" («-Ss^ p ^jPy^\ "^^r 
Si) \> J-* J*^ \$&Si -i 



r- bjl aJ Uj AJIj^l £-*^J ^_£ib> ^jll JjJ^- 

Jlj^Vl aJu* ^ jlkjl Jj^aJl Jja^aJU 3 13 jUi^Vb ^bj^l 



a£~*«j £)l jj^rtJ ^bJl jiajliil jgo — 4 La l)*--H «-^ ^H <U * J ^ (J^P 
Olji-Jl ^3 jAAJl j* d*JL^.j JL3 Ui ^tLas- if JjXw&Jl ^3 
jl *>lf APjjj <^l «JljJUl ^<L«JlJ ^S- ipj^j jl jj^J <iJULjl 

^j^Ul jyJt M^ jsO-^' (^ P jji *~& j 'Je^?*- If *i 

«_J j <j*>lJl ^alP <^^ r^'j J^H (^*^"^ 1 Ja-"^ 1 J-JjAiJ 

.2L-i Jf JjjXwaU A-iSjil 2jLaJ| jl^jV ^^Jl aj^-j ^ cij-^aj 

JjXuflJl Sjlilj ^^Aj cA3jil ^l-J^Jl j~abJl If jJi ,jl 
cii^JU Jjs^f <b ^»^£j UJ13 JjJLwaJl Sjbl UI .&\y>\ jU-is-olj 
^ cij-A^J j OUajjjuJ I «JjLj j CjL*j_J I AjLaJI aJL^j 2^.^jts3 
j* JjjJLuaJl OIjLj>- J-AAj j usijil -^Jj-Z <-~**p~ jiaJUJl 



ipLiws I «.j^- t^xJJu j^ti^wi OjUa^r IgJ J^ju jl Syr I i_£JJu 
. jUiuo Vb U^bJl ^bjVl j* 

L- If Si ljl3jZ*)\e \f{tf\/f&£ ttjZi/t- c- Ji &/6 

JsidM^Jj&6lh^x^J%d > ^S}dL\J\ 






->2*SJ1>Jb>) 



Wj&"StjeVi)s»ff} 0£j.&fr{?t\)s 



CO 

y\ JlS «.ljiiJlJ aJUu jb-»bL» <l^jLJ jiaxJl Jpj-S> jl <l^jLJ 



^si6'^xj\frti^LJZiijLJ&s$J^L^/i)\f- 

b££*\jfijt\c~f> SJ$<c~f} JU^crU- &sj>e~?) S 

-£~f)\Sl~X 

j^^- jj^u j.*?u> Jlij i}j*Hj Ja~> *-« «-a5j jyn V 

JjTj-o-J'j jAiJlj LjjLj j SjL^Jlj jULuJlj »jJUL!lj ^i'j 

JUrjJlSjf Ufli-iVl ^3 US' JjjUuJU ^T^sj JL3 j^LiJl JjAj 
(AjIjus) s.Li^l aJU* ^ J-oUaJl 



-c- tejfi'ijij' t£C tij^ti&^&Jji^ i*Jb 

1 

- Jt z£j*J) &j{\a& i^ ijj lie- 
iSjk&\£ l_£JJu jjtj .LubJl Jpj-Lj hj&\ j» ay-T ^ ju V ^l^ ^lj 

aiJUfiJl ^ViaiiJb JJUai^JiJl ^JU- jjSjil $1 JUL Jlij 
^ jil^l y*J\) J9 ui\ XjJ aji X*J ^y ^1 J* j-UaJl 



(5^187 

s , w ' . 



UsjI j*J j ci-iji^ JjS j^JLp t^j^ijlj *^^!> jJUflJl J IS 

U-aiJl (^jtMJI ^3 J cAS^I ^3 ^LlJ L-Py AijAi ^AJ 

y*-S\) j-^U] tj-SW j ^LJJ L-py us~» j£ iH' J J-S c£ jsiAJ jb?*^J I 

(5 c 220^jfljli 

^i^^^-yyjfUj^^^^i^L^Lrv^u * 

<uSj jJli 4JU1 J^ ^3 J-o^Jlj <j>j&\ ciSj j'j*r <-^ lit *j 



(6^219 j^ jjaill^3Ai3j^aj jisj-iJl JJa^^^yu 

&iy\?£2itfiJJ>0t^U?'S^ttf£bdf'^J7.j'i 
j^Jij ^f^j> jp^i\ ojJj s-UJi US j iS ±sJ\ i$j^ ^ -1 

^ip JtfjJl &\ kpr ja JlSLil 4**Ji ^Ip <U3j ^3 j£j ^f^fi <b 
J~J j* j^j^I ^jJj frLJl uJSj . >U^ca 4*ia j ui~J J£ Jjl Aj^H j*-^' 

<u *iC?Jl ^jSLi >u.:*j> Jj <Ju»jt jj\ <u J^£j Vj J^iLuJl utij 



j-8 U^i La ^ip a^j *^JL*J j ^jiLLJl frUaUl Lgj *^- Ja^.Jl 

cur u ^jVi a\ j* ji j„j»jl. j* ^O^ r SUJl jlj* 

Up ^ip UJlj Lf* (•-$*■*>> Vj IgJ ^ u*-l ji?^«j V j~*j 
.ciUa?xil flilil US' *-p> J>y 

[5j&\<jtjf$tfyJ\^tyc7\?f^/^0rtJ.„f[ff>L- 



j^&>\U? 2~/{}^Utjb)iut 2~\>.<ut 2-i/ut Z-f^J/2 

\#± atfaJUl ^j*i ^ u i* O^ 1 tf^ ^ «j^ J>^ ^^ 
V j^jij j^^JJ j Ujj jljJ *bJl oM (^OjI ^i UUjI j Ul JJ j^ 
j j^w Ui> b Up *J UJI j jt^tPJJ Vj b$J o 1 ^^ n^l j^^i 
j^jAjI ^3 ^Aj jjAJ-Jl b^jip ^^jw j ciLo jP tilat L$JjUj 
j La «.bj J-*^ J (^k^ J ^ j j^tJ j l$j jyr Jj j b$j j*jI~j 
j^> jbj»t^.Jl ij) jib* b$J oftijJl ^_SC.JJLSCi a^»p ^j~j j ajjJLju 

(3^428 
jlf liti <la> U ^JLUl ijjbi ja (Jijii j^> y-T £^>j» ^j -2 
^ ^ j*M\ ^ij J 4*jy„ ,J j /) jp VI jjj ,J ^IjaJi cisj 

U^b- jl bw?y ^J j£j Jj3 ,^JLp JLtus- j^iJl ^^JU- bjiifj ^bj 
J jjbi <uiC?- JuLj Jjs j-jLji i>5 1p *j*IjJJi ciij i?waj *i^- IjL?- 
j I J-iJbJ I W^ J JaLJ I j*£*d I 4.^.^aj J jjti \ ^JLp ^ju* i bLJ I 
jiJfcljJiil «Jij <SjL V i*j <-A-»jij*l VI <u i}jk V ^rjiJl JIp tiSjJi 
j-iJl ^ip tiSjJi c£j-t V J*J.A) ^ *f J j*i^ ^IjaJi ciaj j 

jjj3 j^ bjiJLo USC?- j-jUI |>5 JLp j«J*ljjdl <J&j j\j^u *&dl ^l& 



obr jP L^.3 JJLi j ailij ^JLP ^gJLc- is jjJLaJI rt~*.«AJ 4.^-Lji 
. t5 auil 2Lm ^ alj UJ ^_&i ^8 



.U*-ljJl ^JsJLJl ubwl JljSl j^ liAJLa (jlTb( La 







^jyjAvi 



v'JL-j'ji&j (jy><L>iu^ if^jt^yk. -2 

/ 
^a ^ ^i 4-^ ^k- frtji tis^j (i^Ji ^y^t '**■* (^*j 



3j^j> cJtf* lit Jp^i\ $1 JLij U ciUa^Jl ^ j& ^1 jj^u 

V *il jJpjV I OJ^ ^ j^ M ^J J^-j ^ Jli 4J13 jbr jl<^l 

V L»>u jjJLJi fjall t5^J ^3 fljLr' jJ» j^fl 0^ O 1 J 1 * ?lf^ 
( _^«j «.UJL?Jl LgJjlJU j jJbr tiijjli Ig^P (jliaJLJl (t^-jpa 

(6 £ 21 7 j^ jjo2Ji ^i) ^i V» j 4ji oW> <-# j 



S^ t* fM^ & l JJ u>cfi- d$* if* ui <£d 4 &<-; [ 
L tj^s >JH\z*j \Sr}\fj\j. t<J?<-/»L cf^i^-3 



(jtfV'-f- *//> OPfuft iMf lA 6$/^ i J V» 



OjjUJIj Axij-SJl j* J^ ^i Aj jLspI A-^asx-Si aJ ciSjJl O 1 -i 
utSjJU i—TyU-a jA UJI j US j j*J Ail Uj j (^iSjJl JjJLwail 

{£y^t)f<L t-iA JZij>\ji Uvk-JL ^JfSSi 

»)lj(\${J>,zL L /i^kf$b<S (Claims) yCjt&j 

( 1 ooj^jM&PiJ&y'-t-dtifid'V 



(Donate) &//Jy <Lb 4~ < 4* \$J*» Jl?" 

(101 i/(/6~)lJ^ 8 ^y^/l^6A^ 

j\^\^£^)j3\jii^t^s:L^\^^)^\y:^A 



-102, WSjJ$(jrtfSjS. _* 

i/l* 

y jI> JlA j£ jOfr-f- C^/l^y^U tfj»jf*£i\}\ 

Ji Jy t/U^-y: Wi-\*\$s>s>J\*\ \$2-f (risk cover) 
LfCiJiv/^ 6j»?Wu£ (Capacity) L/VlTt/'^ 

(103t/|/l^)-l^t^lfttl^(Restriction)^v^^ 



o 

CO 
ID 



L jt Z- (JL ^ J m fti>JZ U^ iffr^XV* J& -1 

»> l>^ Si fa) \^L- bt-fj^b^lilr \iif^)if6j^0^ 



^ ^(Commutative deal^jl^^vJl^J^^A/i/i 
ji>UyX ^ 9 ^> ^ f "J^ £>C »ivii^ &$J }r J*> -ii 



(103(/J 5 V)_^^I 



lfcv&^^ltl0j7/lC3kCr ^jl-iJl jljS JtftjJl ij_A 

j> ^jsrf&jy*^ J& Bv si/Oj ^ c£0 i^» (J Jy IT 

(104, W5jJ&)-tfu£fbjt 



Si tfi&Sd \J>^jt^fi Jijt&ijfe f (j ifi/Js J*>i 

LiJ\^ \/^ i* c^v iX/il^ cP L ^ <L A I ^y -i i 



(106i/J»V)"^JL^ 

JU&/4 eft*- <f ^ ^ ^ ^/'^ (^ ^ ^ Ul^ >£ 



(115 
tut- iSJikf. \$L-\f&?jLjJlx^l2-^>l*&\jc»-'\ 

"<£\? l/Ji^i 4^-^i ^ ^L^V 1 (//(^ Ji/' y^ dt^* 



SiJi \c- jy VJ if LCbj'j$Jfi3j'L- If [fjjzjv/^ I (/( -3 



L-f tf^_ if *>- ij^f jf" ^ ^ ^ h? ^ ' %- ^^ i &£& ^ 

(Interest)b-I 

(Gambling)>J-2 
(120(/J'V) (Uncertainty )>/-3 

<=^ (jl/^ &^ u^J- u* ii'i i-K ji [Jj^s^i/ 



...'.£ 
\f-j£\L J 5 ft^&jiJ^fi l£-^y (U ncertai nty ) 

lr / jjt\Lj>,\^>?'j£jtflr / l\,ll ^(Uncertainty) 



<L ^ u^> 6> t/' -U^L^ tlf LL ^ (Uncertainty) 

^i^lf^Lc^t3?y^(/<J^yt-'J^^^i^(// ; l 

(121, 122(/J 5 V) < l^(J^l f UU>^L 

y(/i^c.^J^(j^l^a^v^^Jl>y^>fylf(j>^:/^ 

_^(^c.^j/yJ^lL;^J^UL^(J^9AT 8 iyi^^ 



ti- 



ro 

ID 



The Company shall act as a Mudarib for 
the purpose of managing the investment of 
Participant's contribution. As such, the 
Company stands entitled to a share in the 
investment income there of as Mudarib. 

M 



Uj j ( t -g. ^i» . ; a^p JiJl Syrb ciijJl jisj> yrls-^j «jl J&jl\ Jell 
(421 j^ 2 ^ ajJi^Jl tfjbiH) jjy-T jlp JsJl 5^1 JIp jlj-j 



lija^ ^%Si\ j-aUl aT^. ts -^-> Sjt£ r Jj$j.Mi> 

i/^fX/'i ^ oV J'&'SJCl (/j^ Zl>^ tu**/ 
*2>jifj\ {<-/( tiff. t$Xsi$ jA^-f- (3 If i£j>if 



This Policy may at any time be 
terminated at the option of the Company on 
14 days' notice to that effect being given to 

the Participant In that case, the 

Participant shall be given an amount 
equivalent to a rateable proportion of the 
contribution for the unexpired Period of 
policy from the date of such cancellation. 
This policy may aslo be terminated at any 
time at the request of the Participant, in 
which case the Participant will be paid an 
amount equivalent to the actual contribution 
made initially by him / her, less the amount 
worked as per the following scale. 
L & 1 4 &» if'{/y j&\L tfftf^ I J&f :^y 
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Ji \rVJA*4 J* [r^Ljy'MBiJLs (Zero Level )#})*£. 



Meezan Bank's Guide to Islamic Banking 

" / • " 

$K\bor^&\*U*~U P: Ul2-Sf)±cj (Floating) 
Ji?^(j^J^u/ Karachi Inter Bank Offered Rate 

b br-^ ^ L^Zl Ki bor/^ i^ $ i/A^ 0&<-/» \£**3* 



0&$£-b If l/ Inter Bank offered rate^L^ 

Karachi Inter Bank Offered (yjr.^^^yi 
-u^^fRate 

(54^ 



Another issue with Murabahah is that 
if the client defaults in payment of the 
price at the due date, the price cannot be 
changed nor can penalty fees be charged. 

In order to deal with dishonest clients 
who default in payment deliberately, they 
should be made liable to pay 
compensation to Islamic bank for the loss 
suffered on account of default". P. 129 
f^i 2-fj£& hi cju fit d \f p. Jftelsj, 



Provisional Rental bj^JvU (jl^^lX^^^'^-" 
^l i£ /f- ^ l^ (u^i^ifj/) Calculation Sheet 



-^4^3,44,000 
Inclusive of »j>\^ L-ij 31 ,487 jftiti k~Ljs 

-^Registration, Rent and Freight charges 
ys^}j\iJj^ij^^iA\ ,487 jfUs&f^. 

-^Inclusive of insurancecr-^ 
c^l^Jjgrc^L (Provisional )\Sj^tjt^^f\ 

c 

(On the basis of daily products) 

"Many financial institutions finance 
the working capital of an enterprise by 
opening a running account for them from 
where the clients draw different amounts 
at different intervals, but at the same 
time, they keep returning their surplus 



amounts. Thus the process of debit and 
credit goes on upto the date of maturity, 
and the interest is calculated on the basis 
of daily products. Can such an 
arrangement be possible under the 
musharakah or mudarabah modes of 
financing (Meezan Bank's guide, p: 177) 

If such an arrangement is agreed 
upon between the parties, it does not 
seem to violate any basic principle of the 
musharakah. -—practically, it means that 
the parties have agreed to the principle 
that the profit accrued to the Musharakah 
portfolio at the end of the term will be 
divided based on the average capital 
utilized per day, which will lead to the 
average of the profit earned by each 
rupee per day. The amount of this 
average profit per rupee per day will be 
multiplied by the number of days each 
investor has put his money into the 



business, which will determine his profit 
entitlement on daily product basis." 
(Meezan Banks' guide p:178) 

JJyjL <^j hi \$j \ij ^i/^j hi (j V I c~ &/. " 
J/ti/uhj^Ci&i/Uji \-i*&Je~ 2Lj>\J\L 1/ 

/^yfij\$isJti*i»j*Virii~uxA/^t*J^ 

^Ji-^l&jtAvCl/ty^jCl/sjtrfL 
tji L fxi if jiySi S) {S ( i?A t-^^^/i^i/sWi 

t*faj\)ij'ijLo£/]jt^i/f^tJ^-^ 3 ^* 

tL \J\Ji 2-j 2-if&j}i£-tiji?jjh2\/jt(\&j'i/^>. ^ 



"But the proposed running account of 
musharakah where the partners are 
coming in and going out every day, 
nobody has undertaken to contribute any 
specific amount. Therefore the capital 
contributed by each partner is unknown 
at the time of entering into Musharakah 
which should render the musharakah 
invalid. The answer to the above 
objection is that the classical scholars of 
Islamic fiqh have different views about 
whether it is necessary for a valid 
Musharakah that the capital is pre-known 
to the partners. The Hanafi scholars are 
unaminous on the point that it is not a 
pre-condition. Al-kasani, the famous 
hanafi jurist writes: 



"According to our hanafi school, it 
is not a condition for the validity of 
musharakah that the amount of capital is 
known, while it is a condition according to 
Imam Shafi. Our argument is that jahalah 
(uncertainty) in itself does not render a 
contract invalid, unless it leads to 
disputes. And the uncertainty in the 
capital at the time of musharakah does 
not lead to disputes, because it is 
generally known when the commodities 
are purchased for the musharakah, 
therefore it does not lead to uncertainty in 
the profit at the time of distribution." 
(Meezan Banks' guide: pp. 179-180) 







^6'>^^^(]^^ir'^W^(3^(j^^ 



J\ L^'UaiV Jj l£u*J a.i*Ji jlj^r £*J V *Jl$*Ji o 1 ^j 
<uV ip jU-Jl Jl ^jaiJ V oi*Jl cij jU.il j-l j Ul^rj IpjLJi 
«.lj«iJl cij ^U jjj jJUaJlj *AljjJl ^V UlP j \jA\k a jlJLia JUj 



f^-f- f If *f- f^% ^0(/d»c5it/'%- f If Vdb 
j&s? l^(Basis of daily products)4*^iA^ZlJ)U^ 



>U t J/i(jf/y (Basis of daily products) M^*i 

"Some contemporary scholars do not 
allow this method of calculating profits on 
the ground that it is just a conjectural 
method which does not reflect the actual 
profits really earned by a partner of the 
musharakah. Because the business may 
have earned huge profits during a period 
when a particular investor had no money 
invested in the business at all or had a 
very insignificant amount investsd, still, 
he will be treated at par with other 
investors who had huge amounts 
invested in the business during that 
period. Conversely, the business may 
have suffered a great loss during a period 
when a particular investor had huge 
amounts invested in it. Still, he will pass 
on some of his loss to other investors 



who had no investment in that period or 
their size of investment was insignificant. 

&6d$>£ 4/ J*- 4> jUV* J"u tjw 
/lU^- i>?vi/&(jAn^ 



(/D5)5,00,000=^100x^5000£./Cr 

(/U10)10, 00, 000=^100x^10, OOOZlX^i 

(/U1)1 00,000=^20x^^5,000^;^! 

7 b ii/ji\yt \yt Ji jh iii£ &\?js fj^ij 8000 St- c/t 



"This argument can be refuted on the 
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ground that it is not necessary in a 
musharakah that a partner should earn 
profit on his own money only. Once a 
musharakah pool comes into existence 
all the participants, regardless of whether 
their money is or is not utilized in a 
particular transaction earn the profits 
accruing to the joint pool. This is 
particulary true of the hanafi school, 
which does not deem it necessary for a 



valid musharakah that the monetary 
contribution of the partners are mixed up 
together. (Meezan Banks' guide:p178) 

Ur^ (j If* ffc yzfl/ ?*z~ L}\J s S^-A £- (J^L (/'>(/ J L 
fl/ Jpty B ) j)i x (^C/ J\*yi) Sleeping partner/^ 



^jibA/j/LtLtLjih^iS/Jlt) Active partner 
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"In the proposed system, all the 
partners are treated at par. The profit of 



CO 

each partner is calculated on the basis of 
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the period for joint pool. There is no 
doubt that the aggregate profits accrued 
to the pool is generated by the joint 
uti 1 1 ization of different amounts 
contributed by the participants at different 
times. Therefore, if all of them agree with 
mutual consent to distribute the profits on 
daily products basis, there is no injunction 
of shariah which makes it impermissible, 
rather it is covered under the general 



guidelines given by the Holy Prophet 4^ 
in his famous hadith.as follows: "Muslims 
are bound by their mutual agreements 
unless they hold a permissible thing as 
prohibitedor a prohibited thing as 
permissible." 



"If distribution on daily products basis 
is not accepted, it will mean that no 
partner can draw any amount nor can he 
inject new amounts to the joint pool. 
Similarly, no body will be able to 
subscribe to the joint pool except at the 
paticular dates of the commencement of 
a new term. This arrangement is totally 
impracticable on the deposit side of the 
banks and financial institutions where the 
accounts are debited and credited by the 
depositors many times a day. The 
rejection of the concept of the daily 
products will compel them to wait for 
months before they deposit their surplus 
money in a profitable account. This will 
hinder the utilization of savings for 
development of industry and trade, and 
will keep the wheel of financial activities 
jammed for long periods. There is no 



other solution for this problem except to 
apply the method of daily products for the 
calculation of profits, and since there is 
no specific injunction of Shariah against 
it, there is no reason why this method 
should not be adopted." 



-j$"A*)-Jl\->j\)v\*\f^)))j<j6 (Shares)o^ 
"The shares of a lawful company can 
be sold or purchased on Murabahah 
basis because according to the principles 
of Islam, the shares represent ownership 
into assets of the company provided all 
other basic conditions of the transaction 
are fulfilled." (page 130) 

jt ^wL duff* u# & ^ if&i &/6>\* 
"In an equity or mutual fund (unit 



trust) the amounts are invested in the 
shares of joint stock companies. The 
profits are mainly derived through the 
capital gains by purchasing the shares 
and selling them when their prices are 
increased. Profits are also earned 
through dividends distributed by the 
relevant companies." (P,210) 

City as^iJi^J^^u^ijtu^Ji^tXijstJ^J^hstJk 



■o 
CD 



^(j£uJYu/pHong Kong Bank l(j£(/") Bank 

J*-Utf <£j~k iJ/^jsI &> t)iP*»i? f~ bf y o/P t/OL^ 
^^^^LXiL^uJ^^y^i^ Professionals 

bM47^^i^^XJsiOtuj,i^y<Lot,j£ 
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"An agency agreement is signed by 
both parties in which the institution 
appoints the client as his agent for 
purchasing the commodity on its behalf. 

The client purchases the commmodity 
on behalf of the institution and takes 
possession as the agent of the institution. 
The client informs the institution that he 
has purchased the commodity and 
simultaneously makes an offer to 
purchase it from the institution." (Islamic 
Banking:p.127) 



iy^Ji^//(Bill of Exchange)(i>^-7 

"The exporter with the bill of 
exchange can appoint the bank as his 
agent to collect receivable on his behalf. 
The bank can charge a fee for this 
service and can pvovide interest free loan 
to the exporter which is equal to the 
amount of the bill, and the exporter will 
give his consent to the bank that it can 
keep the amount received from the bill as 
a payment of the loan. 

Here two processes are separated 
and thus two agreements will be made. 
One will authorize the bank to collect the 



loan on his behalf as an agent for which 
he will charge a particular fee. The 
second agreement will provide interest 
free loan to the exporter, and authorize 
the bank for keeping the amount received 
through bill as a payment for loan. 

These agreements are correct and 
allowed according to Shariah because 
collecting fee for service and giving 
interest free loan is permissible." 
(Meezan Banks' guide: pp 198/199) 

yi ^fifj>/&yj:fij^j.u J>. cJL <^>y 



^lf if' &*'}&*' A j>{ "tt '' 'f t/ ^ ^"^'^ "^^ 
1>/Bill of Exchange t^tJ^J^ J^^>IV< 

*&>> &!/»./ l/V J* J^c^> jy ir/tf^L 1C6 J^~ &> 

Hong Kong Bank l(j£j"0 City Banking jjtsjf 



'-(^ifJiJ^^^(U^^)ProfessionalSL^ 

Jjjh l} 6u& J^fbJ' if' <f- lU jV' <L'j 

JUH jS u/tflVI if i^c^^l ^ (/I 



o 



djjt! i£j\P t/L k )L f^SjSsjiS Jt &j uy L- Jl/^jsi Ut 



s/j*\\fl tffiti J&. tiJ>. JlM (/' D>lf 'f- £f>U/ 
j/^if *S<^ fe ^ bi^ylfe (Jul- s#/Z^£\$3Viti &- ji 



6:>> 



f\S/*M±iJ 



o 
o 
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i/k &j{J\rJ!t4>j}<£ </V tfy>^S^7tJ>. -i 



b by s ,s t-xj tftA (j 'j b^ j» l tfj. l*> &y fc^JV -i i 



(132^1/ 






JTtYjgr-2 



lfjlbifi/U<^i>£ 'cMr<^ ^t" -J&jjiijtf (Brokerage) 
jf,tekJ>. U^ [f/2-fJi"3 J} yfj>. <L JTlr -ii 

Ll-u 1 00 Sc^ &A/I tiji^ tfjr*) tf^ Jfftz- *Js 
-^JbJ^<L&y^J^± r >jW07.t-Ut\ 
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jU^ilj J*Jlj ^yjl j ^1 ^3 H*l~Jb ^b Vj 

Jf ^3 ^LJ 4JjU.j Lol JjujJLj tfl f UiVl ^3 JJSJ4 V IfibJl 

(5 ^ 285 ^ jb^aji) .v^^U' 
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(5 ^285 jP jlss*Jt ij) .flj^Co 



cJLsr j-o 4JL»L^.Jl ^3 JU.il i?j-i jl ^Ikj J>«^l J^ - 

*>Uil lil VI IjUi j-^ajrfJV jjJl^Jl j*lgj JpjJijJ^- j J^-lj 
«J Vlj Ugfl .... ^ 1 (•-^J^ U -^ „ >.>« ' ^ii JiT ^yb U~$~J *>tb>t.o U)Ij 

.*w> cJlj-tfJl 4*a j^J Jp^i lili a^Air.Jl ^J *£*Jl lATj jj;o 

aPjUJl j V v-U> ^U J& altj-i j1j (5 £ 285 j^ jb»^ ji) 

^3 jj^J J«r *Aj JL~Jl lot j flj^3 ^LJUl VI 4pju c— J 

^aJl >Uffl3 % %*Jl ^ j-«j j l~*jjl\ j«i* U* tfl) «^A Jf 

(5 £ 286 ^y jb^Jl ij j jl^u.ji) 



^^V^/c^rVa^^-^C^ -II 



(4 ^ 1 87 j^ jl«^ji) .djXaj 



- foe* t^Sti- If \flJxi*J/&e~ Jt 



* l%_ U&~ jtjs £* sJl L^J^tJZ,-*- b* t (*A> cl I 



j^li O 1 yj Jj* *rj JV^'j d l£U OjU> Lgjs-i o^ 

Vj £~Jl *yry. Jy ^j Wr° SibjJl jlj^w JjiJli ^~« *Aj j^j 
j c£j£»£*Jl i_£l» JjISj Jui ji— il £~-Jl o^ £w* ^J J-^'j J-** 

SiLjJli £~Jl ^»J *jUl ^_£la JjUL) JUi jj^il J-^'j J-*^ 1 J-* 

^_&U JjliJ Jj <^iwjl ^JCU Jjlif •Jl bw c^-^ji ^JLil j* 
JjliJ *i Lftj^j^^i'j^C^s-^ jij j^l£~«jr t»_£L>4JV<»~*jiJ 
^3 ^Jl ^jr ^JU <uV ^^aJuJl ^JU JjUj Jj ^jUi ^_£JU 
<us JjcriJ j^iilj^j-Jl aJLJfe* ^IjuoV Lu.j jU~«3ibjil oj^ 



ltxQlx^J*\J^Ji}\$j\j>jf\ji^JiiiM^\$j^i 
jt^l&M/jijfrsjsJWSix^^^.fy^/JfU 

i\>.^>/j^^)jux!}x^i}yi}/<^^)S^dJ&£ji 
CO ' 
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VI J ^JlS' Vjl JJ^I J* JUj Jlo 4.bL» jlT frlj-o Ol^JLJl 

(1 r 234 <y) r l^Jlj aSjlaJIj 2L$Jl j 2u_^2)lj jb^uo VI j Sjbr 
B j\ f i<&l)>x;lxJj\?{Jl^^J'jj»jt&l B lj' L %&^x/ 



(1 £239j^).l*j-S><^i*?jt>r 



(<»JL»u> 254 aiLa) ai*jl Jbu ^-Jl jlJita jujj ^l ^nJU 

^ <JjxJ~JA *jUl flibj :<UaJ La AjlJLjil ^ip j^-^l TT* ^ 

^Lf UJli *b La aJIp i^u.Ji <^V UJli £~~di *b La jJLr ^?~Ji 

Al^Jl r j-i) .j-*Jl ^ iLiu^Jl ^_£Ul jAj flyl »Li) UJli Jli_*Jl 

(2<r179^ 

-^ 



«jUl JlS Ai*Jl Jju *j Liy jjj^iju <b"tJt) Cjij"*^ <^r-^ J^ 
(254 «U 4^) .UjS jj^iajkxJaj jjj«iPj4~~«> JbM jJb^Jl 



JUT+ 
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Jl nSc- bt fj lis jhj^jl i-sij t, \^\jii>j\j>Jji\i I Ji\^ 



£J cr (Dawlance) J^M P.t-Zt} Vflti^bbA/ 

New Year i-x LAe-n LU<Lj J\ £J II* ^\st 

Jf( *L ^I^l? ^ iiAA^ fi&^S'i £(2008) 

Atf-"^ $£i\ £%'/> d'A^ J"*^lM^dkS 
»4; jt in L fiji js Jl/tjt c-^jtf^ jbJi ji u4£ 



</>. <p l~ If ojs c^j U w I ^-^ l~ If Jl/V> b c;^> U> 
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